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SUBJECT: 

1. IN RECENT DISCUSSIONS WITH OFFICIALS OF CANADIAN DEPART- 
MENT OF EXTERNAL AFEAIRS (EXTAFF) RELATING TO PEACEFUL USE 
GUARANTEES, SAFEGUARDS AND CONTROLS WHICH CANADA WISHES 
TO HAVE APPLIED TO CANADIAN-ORIGIN NATURAL URANIUM USED IN 
FUEL CYCLE OF US NUCLEAR POWER REACTORS, AS WELL AS TO 
PLUTONIUM DERIVED THEREEROM, EXTAEF HAS STRESSED NEED TO 
REACH PROMPT DECISION ON EXCHANGE OF NOTES WHICH WOULD 
BRING A MUTUALLY AGREED INTERIM PROCEDURE INTO FORCE. WE 
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APPEAR TO BE CLOSE TO AGREEMENT ON TEXT OF SUCH AN 
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EXCHANGE, THE PRESENT US VERSION OF WHICH EOLLOWS: 

"THE EMBASSY OF THE UNITED STATES PRESENTS ITS COMPLIMENTS 
TO THE DEPARTMENT OE EXTERNAL AFEAIRS AND HAS THE HONOR 
TO REFER TO DISCUSSIONS WHICH HAVE TAKEN PLACE OVER THE 
PAST SEVERAL MONTHS CONCERNING ARRANGEMENTS UNDER WHICH 
CANADIAN ORIGIN NATURAL URANIUM IMPORTED INTO THE UNITED 
STATES FOR ENRICHMENT AND SUBSEQUENT USE BY OUR UTILITIES 
IN THE NUCLEAR FUEL CYCLE COULD BE BROUGHT UNDER MUTUALLY 
ACCEPTABLE PEACEFUL USE GUARANTEES. 

"THE EMBASSY HAS THE HONOR TO PROPOSE THAT THE FOLLOWING 
INTERIM PROCEDURE BE APPLIED TO SUCH CANADIAN ORIGIN 
NATURAL URANIUM AS THE GOVERNMENT OF CANADA HAS NOTIFIED 
THE GOVERNMENT OF THE UNITED STATES IN WRITING AND WHICH 
THE GOVERNMENT OF THE UNITED STATES HAS ACCEPTED IN 
WRITING PRIOR TO THE PROPOSED SHIPMENT SHALT. BE SUBJECT 
TO THE TERMS OF THIS PROCEDURE. 

"IT IS PROPOSED FURTHER THAT THIS INTERIM PROCEDURE SHALL 
REMAIN IN EFFECT UNTIL SUCH TIME AS THE GOVERNMENT OF THE 
UNITED STATES AND CANADA HAVE ESTABLISHED A MUTUALLY 
ACCEPTABLE PROCEDURE BY AN AGREEMENT WHICH SHALL TAKE INTO 
ACCOUNT THE SAFEGUARDS REGIME TO BE ESTABLISHED PURSUANT 
TO AN AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES AND THE INTERNATIONAL ATOMIC ENERGY AGENCY FOR THE 
APPLICATION OF SAFEGUARDS IN THE UNITED STATES. THE 
GOVERNMENT OF CANADA AND THE GOVERNMENT OF THE UNITED 
STATES SHALL MAKE THEIR BEST EFFORTS TO ESTABLISH SUCH A 
PROCEDURE WITHIN SIX MONTHS OF THE ENTRY INTO FORCE OF 
THAT SAFEGUARDS REGIME. 

"THE UNITED STATES GOVERNMENT GUARANTEES THAT SUCH URANIUM 
AND SUBSEQUENT GENERATIONS OF FISSILE MATERIAL DERIVED 
THEREFROM SHALL NOT BE USED FOR THE DEVELOPMENT, MANU- 
FACTURE OR DETONATION OF ANY NUCLEAR WEAPON OR OTHER 
NUCLEAR EXPLOSIVE DEVICE. 

"PRIOR TO ENTRY INTO FORCE OF THE AFOREMENTIONED SAFE- 
GUARDS REGIME BETWEEN THE GOVERNMENT OF THE UNITED STATES 
UNCLASSIFIED 

UNCLASSIFIED 

PAGE 03 STATE 038945 

AND THE INTERNATIONAL ATOMIC ENERGY AGENCY, THE ENERGY 
RESEARCH AND DEVELOPMENT ADMINISTRATION WILL BE PREPARED 
TO HOLD AT ITS FACILITIES MATERIAL SUBJECT TO THIS INTERIM 
PROCEDURE FOR USE IN THE FUEL CYCLE OF DOMESTIC POWER 
REACTORS, AND WILL INFORM THE ATOMIC ENERGY CONTROL BOARD 
WHEN APPROPRIATE ARRANGEMENTS HAVE BEEN MADE WITH THE 
AFFECTED UNITED STATES UTILITIES TO PERMIT IT TO IMPLEMENT 
THIS UNDERSTANDING. WHILE SUCH MATERIAL IS HELD AT 
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FACILITIES OF THE ENERGY RESEARCH AND DEVELOPMENT ADMINI- 
STRATION, ARRANGEMENTS OF A MUTUALLY SATISFACTORY NATURE 
WILL BE MADE BETWEEN THE ATOMIC ENERGY CONTROL BOARD OF 
CANADA AND THE ENERGY RESEARCH AND DEVELOPMENT ADMINISTRA- 
TION TO ASSURE COMPLIANCE WITH THE FOREGOING GUARANTEE. 
DURING SUCH PERIOD, THE ENERGY RESEARCH AND DEVELOPMENT 
ADMINISTRATION WILL NOT TRANSFER SUCH MATERIAL FROM ITS 
FACILITIES WITHOUT THE PRIOR WRITTEN CONSENT OF THE ATOMIC 
ENERGY CONTROL BOARD OF CANADA. 

"UPON THE ENTRY INTO FORCE OF THE AFOREMENTIONED SAFE- 
GUARDS REGIME BETWEEN THE GOVERNMENT OF THE US AND THE 
INTERNATIONAL ATOMIC ENERGY AGENCY, THE ENERGY RESEARCH AND 
DEVELOPMENT ADMINISTRATION MAY PERMIT MATERIAL SUBJECT TO 
THIS INTERIM PROCEDURE TO BE HELD AND USED IN FACILITIES 
IN THE UNITED STATES WHICH ARE SUBJECT TO THE PROVISIONS 
OF THE AGREEMENT BETWEEN THE GOVERNMENT OF THE UNITED 
STATES AND THE INTERNATIONAL ATOMIC ENERGY AGENCY FOR THE 
APPLICATION OF SAFEGUARDS IN THE UNITED STATES, OR IN SUCH 
OTHER FACILITIES AS MAY BE MUTUALLY AGREED. 

"TO FACILITATE IMPLEMENTATION OF THIS PROCEDURE, THE 
ATOMIC ENERGY CONTROL BOARD WILL ADVISE THE ENERGY 
RESEARCH DEVELOPMENT ADMINISTRATION PRIOR TO THE IMPORT 
INTO THE UNITED STATES OF NATURAL URANIUM SUBJECT TO THIS 
INTERIM PROCEDURE. 

"IF THE ABOVE PROPOSAL IS AGREEABLE TO YOUR GOVERNMENT, 

THIS INTERIM UNDERSTANDING SHALL ENTER INTO FORCE UPON 
RECEIPT BY THE EMBASSY OF WRITTEN NOTIFICATION TO THAT 
EFFECT. THE UNDERSTANDING SHALL REMAIN IN EFFECT UNTIL 
(I) THE GOVERNMENT OF THE UNITED STATES AND CANADA HAVE 
ESTABLISHED THE MUTUALLY ACCEPTABLE PROCEDURE REFERRED TO 
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IN THE THIRD PARAGRAPH OF THIS NOTE OR (II) FOR A PERIOD 
OF TWO YEARS, WHICHEVER OCCURS EARLIER, PROVIDED, HOWEVER, 
THAT WITH RESPECT TO ANY NATURAL URANIUM IN THE UNITED 
STATES WHICH HAS BEEN DELIVERED PURSUANT TO THIS INTERIM 
PROCEDURE, THE UNDERSTANDING SHALL REMAIN IN EFFECT UNTIL 
THE MUTUALLY ACCEPTABLE PROCEDURE IS ESTABLISHED." 

2. THE NOTE DOES NOT REPEAT NOT ADDRESS THE PROBLEM OF 
DISPOSITION OF ANY NATURAL URANIUM IMPORTED UNDER THE 
INTERIM PROCEDURE SHOULD IT NOT PROVE POSSIBLE TO REACH 
THE COMPREHENSIVE PROCEDURE CONTEMPLATED IN PARAGRAPH 
3 OF THE NOTE. WE HAVE ASKED THAT CANADIANS CONSIDER 
SEVERAL POSSIBILITIES INVOLVING EITHER SUBSTITUTION OR 
RESALE IN SUCH CIRCUMSTANCE. HOWEVER, IT IS DOUBTFUL 
THAT WE WILL HAVE THEIR RESPONSE PRIOR TO TIME THAT WE 
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MUST MAKE A DECISION ON WHETHER OR NOT TO ENTER INTO THE 
PROPOSED INTERIM ARRANGEMENT. IN REGARD THIS POSSIBILITY, 
EXTAFF HAS INDICATED WILLINGNESS TO BE AS FLEXIBLE AS 
POSSIBLE, WITHIN LIMITS OF CANADIAN LAW AND POLICIES. 

3. WE WOULD APPRECIATE YOUR COMMENTS ON THE EXCHANGE OE 
NOTES, RECOGNIZING THAT THERE PROBABLY IS VERY LITTLE 

WE CAN DO TO CHANGE THE SUBSTANCE. PARTICULARLY, WE 
WOULD LIKE TO KNOW WHETHER SUCH AN EXCHANGE WOULD BY ITS 

ENTRY INTO FORCE CREATE ANY IRREVERSIBLE COMMITMENT ON THE 
PART OP YOUR COMPANY TO IMPORT THE NATURAL URANIUM 
INVOLVED OR SIMPLY WOULD PROVIDE A BASIS FOR SUCH IMPORT 
SHOULD YOU SUBSEQUENTLY DECIDE IT WERE IN YOUR BEST 
INTEREST. WE ALSO WOULD APPRECIATE ANY THOUGHTS YOU 
MAY HAVE ON ARRANGEMENTS WHICH MIGHT BE EMPLOYED TO MAKE 
YOUR COMPANY FINANCIALLY WHOLE, WHILE ASSURING AN ADEQUATE 
SUPPLY OP NATURAL URANIUM TO REPLACE THE CANADIAN-ORIGIN 
MATERIAL, SHOULD IT NOT PROVE POSSIBLE TO REACH AGREEMENT 
WITH CANADA ON A LONG-TERM PROCEDURE. 

4. IN LIGHT OP THE URGENCY, COMMENTS WOULD BE APPRECIATED 
AT YOUR EARLIEST CONVENIENCE. THESE MAY BE GIVEN BY PHONE: 
(202)632-4812. INGERSOLL 
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